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The international financial crisis and the recent economic events give the 
prominence to the close relationships between financial system and the real economy. 
Nowadays, China's financing system is still based on credit. However, in facts, private 
small and medium-sized enterprises still have difficulty in the financing. It is urgent to 
tackle the financing issues, including high costs and inaccessibility, of these 
enterprises. Those issues hinder the sustained and healthy development of China’s 
economy. The financing issues exert crucial influence on the correction of credit 
misallocation and the supply-side reform. As a supplement to the traditional 
commercial banks, the Chinese shadow banking, to some extent, expands the 
financing channels for private small and medium enterprises. But at the same time, 
the Chinese shadow banking also exacerbates the economic volatility of 
macro-economy. In addition, the shadow banking without regulation greatly weakens 
the effects of monetary policy. Those phenomena make scholars realize that China's 
special financial market background and the relating impacts can't be ignored by 
people when the macro-economic model is built.  
This paper used the Qiu’s(2014) setting of shadow banking system as reference, 
and in consideration of the heterogeneity of enterprise property rights, then build a 
DSGE model which reflect the China’s transitional economy. At last, this paper 
estimates the structural parameters of the model through Bayesian estimation methods 
in order to present the impacts of credit misallocation to Chinese economy's stability. 
In this paper' study, it is found that the credit misallocation reflected by the financing 
issues of private enterprises makes the use of credit inefficient. The facts that the 
private enterprises which are more dynamic can't get credit through market regulation 
exacerbate the macro-economy's instability. 
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